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= Why do projects fail

s What are others doing about it?

s What can we do about it?

m Conclusions
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The Frightening Statistics

Ensure Success

m '66% of large scale projects fail to achieve their stated
business objectives, are delivered late, or are
substantially over budget” — Standish Group.

Manage Risk

s ‘Through 2008, IS organizations without stringent risk-
assessment procedures and mitigation plans will
cancel at least 10 percent of projects initially budgeted
at more than $200,000 and at least 20 percent of all
projects” (0.7 probability)
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State and Local Government Spends $12 Billion

annually on mission-based IT projects

2006 Worldwide Forecast IT Spend

saou000 & Internal IT State and Local
.00 Govt. spends
- more than $60

- Billion dollars on
- _ L1 IT annually

B Extaitual IT

Frontier Enhancement Utility Infrastructure
Government -- All 6 14 26 54
Federal 13 22 22 44
State ) 12 24 a8
Local / Municipal 3 12 30 S

The State and Local Government spends about
20% of its total IT budget on Frontier and Enhancement initiatives
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Calculating it Out...

State and Local Spend on IT (Millions) $60,000
Spending on "New" Initatives 20%
Total Spend on "New" Initatives (Millions) $12,000
Percentage of Projects that fail 65%
Total Cost of Projects that fail (Millions) $7,800

Bottom line:
The State and Local government industry spends

approximately $8 billion on projects are “late, over
budget, or don’t deliver the expected benefits”
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Even If we are conservative...

State and Local Spend on IT (Millions) $60,000
Spending on "New" Initatives 20%
Total Spend on "New" Initatives (Millions)
Percentage of Projects that fail
Total Cost of Projects that fail (Millions)

Bottom line:
The State and Local government industry spends

more than $5 billion on projects that are “late, over
budget, or don’t deliver the expected benefits”

= e = b s I ]
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Let's Talk About Defining Failure

1. Technology did not work
2. Did not meet the requirements
3. It was late
4. Requirements had changed
5. The users would not use it
6
7
8
9

. Did not produce the expected benefits

. No longer mattered to the business y
. Failure in business change management

. Other reason(s)

Source: Gartner / Forbes 2004
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OK.... So There i1s a Problem....

Causes of program failure
v Fog

v Novice In the cockpit
v Quicksand

v Premature haste

v Cowboy culture

v Homelessness
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What are others doing?
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What are other doing?

¢ Law enacted to provide for QA in IT Projects Source: individual state web sites

¢ Policy Enacted to provide for QA in IT Projects Sl SSER LA
4 Unknown or no reference on web site

2 Planning to implement a process
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What are other doing?

= 1 state requires oversight at $200K level
= 3 states require oversight at $250K level

= 5 states require oversight at $500K level

m 13 states require oversight but do no -
specify level )

m 2 states use a formula to calculate risk A L okt o i Ao QA T s

T Podicy Enacied 1o peoride for QAN IT Projecs

(II"IElLIdEE CG’St, CDmple}{lt}", E‘tﬂ} s Uirikrown or no reterence on web st= o ce- individual state web sites

) Flannikg io implsment a process .
Compiled: Gartner, Inc.

m Processes vary from requiring the central
PMO to do assessments to requiring
external providers to do IV&V.
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Observations about AZ's processes

x $354 Million in 159 projects

Project Status by $$ Amount
3% 14%

Q

m Projects over $25,000 require project status reports to
the PIJ

4N
0% O Mot Started

m Low Risk
0O Med Risk
W High Risk

7 3%
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What can we do about it ?
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So what did the successful ones do?

They found ways to manage the non-technical issues!

— They had strong project management offices that were
organized for success

— They conducted program assessments of the status of the
programs

— They hired third parties to provide program oversight on their
critical programs

— They were brutally honest about the root causes of their
particular programs, and were willing to make changes
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Program Management Office

Best Practices and Metrics

Full project management methodology i b
Report to senior level

Schedule/budget variance

Recruit and train, certify project managers E
Discontinued projects (not “failed”)

Compensate “master” project managers %
Multifunctional authority and responsibility ‘ J

Project interventions (remediation) and results
Financial measurements
(estimate-to-complete, checkbook) - -

User surveys

Ethical project managers

Status updates

Minimal disruptions

Meetings productive and efficient

Responses to scope-change requests timely and fair
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Program Assessment

Continuous Project Reviews of Risks

Reviewing the risks of a project once is not sufficient
to insure the successful completion of requirements.

Example Executive Summary for Ongoing Project Reviews

Project Scorecard (Conid)

Best Practice:
Continuous reviews Srersaana A

of risks throughout A

the life of the project 17, Comareion Exsouion
18 Intsgration Tacding Complesky

will give management % Partomansa Tacting
the insight to insure 0. UserTecting

2. Conlingsray PRanning

the successful 22 1T suppor

. 3. Vendor Support
completion Technology Risk

24 SwallablIEy In the markst

of the project. 25 Ptaremce Dus Dkgenos

28 Wbty of the Wendor

DATE | DATE | DATE | DATE

Defaled cbserasfiors on projeci isks and
recommended aclion lkems for BPL and
Merow..

2T.  Training rssds
Exmernal Risk
28 Publlo Ralsions Marageemsm
3. Dus Dilganos
30 Fkk Managamert Froescs

BEHE el Boaoaladad
NEN

consulfing ¥ High Rizk 2 Medium Risk B Low Risk Gartrar
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Program Oversight --

Covering all the Bases

Managing a large, critical program Is much more than just

tracking performance vs. schedule and budget.
LifeCycle

Framework

Financial
Management

Performance
Management

Organizational
Management

Change

Management
Contract

Management
Supplier
Management
Customer
Management

Solution
Management
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Program Oversight --

Preventative Medicine

Failure Window_
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“Verification and Validation Without Independence: A Recipe
For Failure,”

For intermnal use of the Stale of Arizona onby.
& 2005 Gartner, Inc. andfor its affiliates.

Page 17

m V&V (requirements
through deployment)
will increase
development costs

10% to 18% percent....
but...

— 20% - 28% of IV&V costs
can be recovered If IV&V
sfarts with coding

— 92% - 180% if IV&V
costs can be recovered If

V&V starts with
requirements.

m Costs of IV&V are offset
by fewer problems and
errors, and higher
satisfaction

Gartner



Root Cause: Government IT Procurements

Cyclical Nature
of Government

» Political
pendulum
swings

* Long budget
cycles

* Funding delays

* “Go to the well
once” project
budgeting

Risk
Aversion

* Risk shifted to
vendors

* Unlimited vendor
liability

* Performance
bonds

* Payment
holdbacks

* Third-party
oversight

* Desire for fixed
price contracts

Desire for
Fairness

« Competitive bids

« Conflict of
interest policies

* FOIA policies

» Bureaucratic
procurements

* Master vendor
lists

* MBE/WEBE/DVBE
requirements

Resource
Constraints

Limited resources

and expertise in:

« Latest
technologies

« |IT procurements

*IT contracting
and negotiation

* Project
management

kEmr+c=::a'ur:.r:atir:, Policies and Practices Create IT Challenges
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Top Ten RFP Pitfalls that lead to cost overruns

Overbundling procurements
Insufficient marketplace analysis
Unclear statement of work
Overly-prescriptive requirements

Unilateral contract and payment terms
_ack of performance metrics
nsufficient due-diligence

_ack of structured evaluation criteria
0. One-shot deals
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Root Cause: Governance

m Executive sponsorshup 15 critical (high-level
executive sponsorship plus steering committee).

m Process owners must be identified and be

Process accountable.
Owners : ; .
m Program office approach 15 advised (as opposed

o “project management ).

m Program orgamzation should be based on
process teams.

Proces:

il Process 1 m [T 1z now composed of competency center
-H] L

application/process skills and an infrastmucture
SEIVICe organization.

m The steerng comumittee and process owners

T ; . T
G have leadership for managing significant
changes i project scope, schedule or resources,
with support and analysis provided by the
Competency program office.
Centers
Infrastructure Support
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Root Cause: People and Change

Won’t Change Can’t Change What Change?

Traits . Traits Traits
* Not boughtin + Lacking Skills «  Ambivalent
- Threatened » Lacking Understanding -  Follower
» Pride in Ownership «  Would Rather Quit
»  Experienced Previous Failures
Strategies
» Communication Strategies Strategies
» Active quagement +  Communication =  Communication
* Responsible for Change » Engagement - Engagement
 Incentive + Training « Exposure
» Decisive Leadership » Career Counseling = Training/Education
» Biggest Critic to Biggest - Support
Advocate
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Payroll clerk spends 7 hours per day processing

revision requests

Employee X
Moved from

Fills out form
s -

<:: Forwards to Payroll
for Entry

FPay check
reflects
correct

deductions

oy
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Kings County > Sends to HR ::>
to Nassau - for “Approval”

HR
Reviews
and
approves

Enters the
Change
into
the HR
system

Gartner



What does the payroll clerk now do for 7 hours a

day?
#’—
Employee X
Moved from
Kings County
to Nassau -

hEnters online

Pay check
reflects
correct

deductio

S
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Root Cause: Executive Sponsorship

Involvement vs. Commitment
<)
b
""ﬂfre‘)}q

Committed

lInvolved

Gartner



Expectations: Emphasizing Value During

Implementation

Does the project team know why the project is happening?
The Users? Are all of these constituencies aligned to the Executives?

-_J_-- Understand and detall potential benefits

M Document current state metrics

1478 Link the benefits to the plan

w I 4,

@5 Keep the targets visible

E Validate improvements during project

‘ ; Measure and improve
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Case Studies
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Example Case Study

911 Program Oversight

Issue — Large urban government,
new mayor and recent outage of
the 911 telephone line

History — Major project failures

Analysis — A 911 call resulted in
up to 3 interagency conference calls
to dispatch the right unit

Need — Total recreation of the 911 system, processes,
and organizational structure

Response — Gartner brought its extensive public safety
and project management expertise to oversee the entire project. The scope of the

assignment was large and included overseeing activities ranging from building design
and construction to network installation.
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Example Case Study

US Army Project Management Office

Improve IT
Infrastructure

Separate, regional Set up PMO Consistent IT

IT Infrastructures Infrastructures
Tools to run the office included:

1!|:|:|5 .:> B Engineering process guides
_

. -li Knowledge management base
'Fl—l: : B NMaster project management
.|!|:|E|$ template
B Communication plans
1’|f|5|a ®m Helped present the Enterprise

Business Integration Center's
(EBIC) capabilities
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Conclusions

= A significant amount of money is spent on projects that never
achieve the value that they intended

s Most of the reasons that projects fail are cultural or political in
nature

s [here are things that organizations can do to prevent these
failures

~ Implement an effective project management office

» Conduct periodic program assessments to ensure they are on track

~ Bring in the needed expertise to do program oversight and ensure
the success of your program

~ Take a brutal look at the root causes of past project failures (requires
processes to capture past practices)
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Contact Information

Ed Fraga

Consulting Account Partner

Gartner Consulting
818-710-5939 (v)

Shilpi Narang

Account Executive

State & Local Government ‘Questmng\
408-468-8297
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